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IBRD Loans to Japan 


The World Bank on September 10 made two loans to 
Japan to expand steel production and hydroelectric in- 
stallations. 

A loan equivalent to US$22 million, to assist the 
privately owned Japan Steel & Tube Corporation Lim- 
ited (Nippon Kokan Kabushiki Kaisha) to expand and 
modernize its production, was made to the Japan De- 
velopment Bank, a government agency, which will 
relend the funds to the Corporation. The loan will cover 
the cost of equipment that the Corporation is importing 
for the construction of a new strip mill and for the 
expansion of a seamless tube mill, both near Tokyo. 

The National Bank of Commerce of Seattle, Wash- 
ington, and the Manufacturers Trust Company, New 
York, are participating in the loan, without the World 
Bank’s guarantee, for a total amount of $1,698,000, 
representing the first three maturities which fall due 
between November 1, 1960 and November 1, 1961. 

The Japan Steel & Tube Corporation, the third largest 
integrated steel manufacturer in Japan and also one of 
its leading shipbuilders, began in 1957 a four-year 
program to increase its output of pig iron from 
1,125,000 tons to about 1,500,000 tons and of ingot 
steel from 1,700,000 tons to about 2,300,000, with a 
corresponding expansion of finishing facilities. The 
projects for which the loan of $22 million has been 
made are part of this program. Their total cost is 
expected to be equivalent to $67 million; the Bank’s 
loan will cover the foreign exchange requirements. 
Construction is already well under way, and the new 
plant is scheduled to go into operation by the end of 
1959. 

A loan equivalent to $29 million has also been 
granted to the Japan Development Bank, which will 
relend the proceeds to the privately owned Chubu 
Electric Power Company, Inc. The funds will help to 
finance hydroelectric installations having 170,000 kilo- 


Europe 


East-West Multilateral Payments Arrangements 

The UN Economic Commission for Europe (ECE), 
which acts as a clearing agent for the settlement of 
bilateral clearing balances between Western and East- 
ern European countries (see this News Survey, Vol. X, 
p. 73), has announced that during July 1957 to 


watts of generating capacity, to increase the supplies of 
power to mid-eastern Honshu and its chief industrial 
city, Nagoya. 

The Continental Illinois National Bank & Trust Com- 
pany of Chicago is participating in the loan, without the 
World Bank’s guarantee, to the extent of $336,000, 
representing the first maturity which falls due on 
May 15, 1962. 

Construction of the project that this loan will help 
to finance will begin late this year; it is to be completed 
in 1963. The total cost is estimated at the equivalent of 
$73 million. The Bank’s loan will finance 40 per cent 
of this total, and it is expected that most of the loan will 
be used for expenditures in Japan. The balance of the 
funds needed will be raised locally as part of the Chubu 
Company's financing plan, covering its entire expansion 
program. 

Both loans are guaranteed by the Government of 
Japan and bear interest of 5% per cent, including the 
1 per cent commission which is allocated to the Bank’s 
Special Reserve. The Japan Steel & Tube Corporation’s 
loan is for a term of 15 years, with amortization begin- 
ning November 1, 1960. The Chubu Company’s loan 
is for 25 years, with amortization beginning May 15, 
1962. 

Including these two loans, 15 Bank loans totaling 
the equivalent of $246 million have been made in Japan: 
$101 million for the steel industry, $5 million for other 
industrial projects, $129 million for electric power devel- 
opment, and $11 million for agriculture. Eleven of the 
previous loans were also made to the Japan Develop- 
ment Bank, a government agency, which re-lent the 
proceeds to private companies. 

Sources: International Bank for Reconstruction and 
Development, Press Releases Nos. 551 and 
552, Washington, D.C., September 10, 1958. 


July 1958, a period in which five quarterly compensa- 
tions were arranged, a series of agreements was reached 
between the banking authorities of 19 countries (includ- 
ing seven Soviet bloc states) for the settlement on a 
multilateral basis of commercial balances (claims or 
debts) totaling US$37 million. 

During these first five quarters, 24 compensation cir- 
cuits have been arranged. These circuits have involved 
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85 intergovernmental agreements on transfers of bal- 
ances between the participating countries. Credit bal- 
ances offered for compensation have averaged about 
$48.6 million per quarter. 


Source: The Times, London, England, August 13, 
1958. 


EPU Settlements for July 1958 


The EPU settlement operations for July 1958 cov- 
ered a total of net surpluses and deficits of 119.9 million 
units of account (1 unit of account—US$1), compared 
with total net surpluses of 146.0 million units and total 
net deficits of 144.5 million units in June, the difference 
between total surpluses and total deficits representing 
the amount of interest paid to or by the Union; the total 
of net surpluses or deficits for May was 145.0 million 
units. 

The net surpluses and deficits of the EPU member 
countries for May, June, and July 1958 are shown in 
the accompanying table. Creditor countries are pre- 
sented in descending order and debtor countries in 
ascending order of their respective claims or debts 
vis-a-vis the EPU after the completion of operations 
for July. 

Among the creditor countries, the surplus of the Fed- 
eral Republic of Germany was smaller in July than in 
June; on the other hand, the surpluses of Sweden and 
Austria were larger, and the Netherlands, which ran a 
deficit in June, earned a surplus. Among the debtor 
countries, the deficits of both France and the United 
Kingdom were substantially smaller in July than in 
June, and the surplus of Italy was larger. Switzerland, 
which is neither a creditor nor a debtor country, had a 
surplus in July, the first since August 1957. 


Net Surpluses (+) or Deficits (—) in EPU 
(In millions of units of account) 
May June July 
1958 1958 1958 
Creditor countries 
Germany, Fed. Rep 
Belgium-Luxembourg 
Netherlands 4+-27.7 6.2 
Sweden +9.0 +1.9 
Austria —0.2 +0.7 
Countries which are neither creditors 
nor debtors of the EPU 
Portugal 
Switzerland 


+70.2 +109.6 
+23.5 +12.0 


+37.0 
+13.2 
+17.0 
+12.6 
+13.9 


Debtor countries 
Greece 
Iceland 
Italy 
Turkey 
Denmark 
Norway 
United Kingdom 
France 


Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, Au- 
gust 18, 1958; Neue Ziircher Zeitung, Ziirich, 
Switzerland, August 20, 1958. 


U.K. Gold and Dollar Reserves 

Gold and dollar reserves of the United Kingdom 
rose by $5 million in August, to $3,089 million, the 
highest since 1951. The reserves have now risen for 
11 months in succession; reserves have not increased 
in August since 1953. 

The increase in reserves is regarded officially as being 
very satisfactory. Seasonally, August is a poor month 
for reserves because of tourist spending on the Conti- 
nent and because of the customary fall in sterling area 
exports. Moreover, during August $39 million was 
paid to the European Payments Union for transactions 
in July. A further $21 million was also paid to the 
West German Government, under the terms of the 1954 
agreement by which credits of $147 million were granted 
to the United Kingdom, and $2.5 million was paid 
under EPU bilateral settlements. 

The deficit with the EPU in August amounted to £8 
million, compared with £18.5 million in July. The 
decline may be attributable in some measure to pur- 
chases of sterling by the West German Bundesbank. 
In May, the German Federal Government agreed to 
deposit another £50 million in the United Kingdom for 
arms purchases, and it is understood that the Bundes- 
bank may have bought some sterling in anticipation of 
the ratification of this agreement by the Bundestag. 
Source: The Times, London, England, September 4, 

1958. 


Overseas Sterling Holdings 

The decline in sterling holdings which began in the 
third quarter of 1957 has been reversed, according to 
mid-year details of sterling balances published in the 
August issue of Economic Trends. Total sterling bal- 
ances (excluding sterling held by international organ- 
izations) rose by £29 million, to £3,271 million, in the 
second quarter of 1958. This compares with declines 
of £121 million in the third quarter of 1957, £103 mil- 
lion in the fourth quarter of 1957, and £28 million in 
the first quarter of 1958. Sterling holdings of the ster- 
ling area countries, other than the United Kingdom, 
show little change for the April-June quarter. India, 
among others, has been running down its sterling hold- 
ings, but it seems that the pace of the decline has been 
reduced, and some of the other countries have been 
rebuilding their balances. There was a rise in the ster- 
ling holdings of OEEC countries, which at the end of 
June stood at over £300 million. This rise is attributable 
to the change in the United Kingdom’s position in the 
EPU from a surplus in March to a deficit in June, 
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which is explained in part by the seasonal increase in 
tourism from the United Kingdom to the Continent 
and an increased deficit on the part of both the United 
Kingdom and the rest of the sterling area in the current 
trade account with the Continent. 

There has been a fall in acceptances outstanding. In 
June, the total amounted to £123 million, which repre- 
sents a decline of £17 million over the previous three 
months and of £61 million from the high point reached 
in June 1957, which reflected the pressure on sterling 
and foreign demands to borrow in London at that time. 
Correspondingly, the steady decline in total acceptances 
since then reflects to some extent the restoration of 
confidence in the pound. As acceptance credits are 
one of the traditional ways of raising trade credit in 
London, the decline in the second quarter possibly also 
reflects the contracting volume of world trade. 


Source: The Times, London, England, September 3, 
1958. 


Bank of England Annual Report 

The Report of the Bank of England for the year 
ended February 28, 1958, states that monetary experi- 
ence in the United Kingdom during the year under 
review fell into almost equal and strongly contrasting 
periods. From early spring until mid-September, al- 
though by no means all economic factors were unfavor- 
able, confidence both at home and abroad progressively 
declined. The measures taken on September 19 (see 
this News Survey, Vol. X, p. 115) caused a definite turn 
of the tide, and by the end of February it had become 
clear that, although the threat persisted of a further 
twist of the inflationary spiral through rising costs, the 
pressure of demand was slackening; fears were begin- 
ning to be felt that the fall in commodity prices and 
the recession already affecting North America might 
have their repercussions on the United Kingdom later 
in the year. 

Recalling the appointment of the Committee under 
the Chairmanship of Lord Radcliffe (see this News 
Survey, Vol. IX, p. 327), the Report states that the 
Bank has been engaged in the preparation and submis- 
sion of evidence which will be published by the Com- 
mittee in due course. The written evidence submitted 
by the Bank includes a survey of monetary experience 
in the United Kingdom over recent years, and the Bank 
hopes that this survey may, when published, provide a 
background and form a basis for a more detailed annual 
review of the monetary situation in future years. 

The Report states that between February 20, 1957 
and February 19, 1958 the net deposit liabilities of the 
London Clearing Banks rose by £201 million, or by 3.4 
per cent, compared with a rise of 0.5 per cent in the 
preceding year. During the first ten months of the year 
there was an unusually sharp rise of £577 million in net 


deposit liabilities and in the last two months there was 
a fall of £376 million, which was rather greater than 
usual. 

Although the need to borrow to meet budgetary 
requirements was smaller than in corresponding months 
of recent years and receipts from small savings and from 
Tax Reserve Certificates were large, the Exchequer was 
obliged to continue its borrowing on Treasury Bills 
during the spring and early summer months. This was 
attributable in part to the financing of a moderate 
growth in exchange reserves, which continued until June, 
and in part to maturities of government stock occurring 
at a time when conditions in the gilt-edged market were 
unfavorable. In that market, departmental net sales of 
stock had declined since March, when security markets 
were disturbed by apparent risks that further inflation 
of costs and prices might develop. These anxieties 
increased during the following months and the gilt- 
edged market was persistently weak. In June 1957, 
£300 million 5 per cent Exchequer Stock 1957 and £101 
million 2%4 per cent stock fell due for redemption, and 
in November, £503 million 2% per cent Serial Funding 
Stock. Redemptions and departmental purchases of 
these stocks led to a net payment to the market on 
account of stock transactions, although departmental 
net sales of other stock continued and an issue for cash 
was made in May of £100 million 4% per cent Conver- 
sion Stock 1962, the greater part of which was taken 
up by the market. 

In August 1957, confidence in gilt-edged and other 
fixed interest securities fell away further, in face of the 
serious exchange position which was developing. By 
the middle of September the exchange crisis had become 
acute and there was widespread apprehension of fur- 
ther inflation. On September 19 the Bank Rate was 
raised from 5 per cent to 7 per cent, and other measures 
were announced to moderate public and private spend- 
ing. As a result, there was an improvement of confi- 
dence shown in the foreign exchange market and in the 
gilt-edged market, while the prices of ordinary shares 
fell. There was a sharp rise in short-term interest rates, 
but the rise in long-term interest rates was relatively 
slight. The change in conditions in the gilt-edged mar- 
ket enabled departmental sales of stock to increase, 
though, primarily because of the maturity of the 2% 
per cent Serial Funding Stock in November, the depart- 
ments were not net sellers until after that date. Depart- 
mental net sales continued to increase in January and 
February 1958. Two new issues were made: in June, 
an issue for cash of £500 million 52 per cent Exchequer 
Stock 1966, and in February, an issue for cash of £300 
million 5¥2 per cent Funding Stock 1982-84. 

The extent of Exchequer borrowing by means of 
Treasury Bills was considerably influenced by the devel- 
opments in the exchange situation as well as by the 
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changes described above in the gilt-edged market. The 
Exchequer acquired sterling from the fall in exchange 
reserves during August and September. Thereafter, 
until the close of the year under review, the Exchequer 
required sterling to finance an increase in the exchange 
reserves; these rose by £246 million between the end 
of September 1957 and the end of February 1958. 
There was a considerable rise in the total of Treasury 
Bills held outside the departments, between August and 
December 1957, which was not fully reversed by the 
seasonal fall in January and February 1958. But over 
the seven months from August 1957, the net increase 
in the clearing banks’ holdings of Treasury Bills and in 
their money at call and short notice, taken together, was 
no more than £20 million. A large net increase in the 
discount markets’ holdings of Treasury Bills was accom- 
panied by a small fall in the clearing banks’ money at 
call and short notice, as the discount markets’ holdings 
of other assets were reduced. Despite a further fall in 
holdings of Treasury Bills by overseas official bodies, 
the total of nondepartmental holdings of Treasury Bills 
other than by the clearing banks and the discount mar- 
ket increased on balance. There was a notable rise in 
these holdings in January and February 1958, due in 
part to an expectation that short-term interest rates 
would fall. 


Over the year as a whole, the clearing banks’ ad- 
vances to customers and other accounts fell by £43 mil- 
lion, of which £2 million was due to a fall in advances 


to nationalized industries. Investments rose by £73 
million. The total of cash, money at call and short 
notice, and bills discounted rose by £177 million, and 
in February 1958 the ratio of this total to total deposits 
—the liquidity ratio—was 35.2 per cent, the highest 
figure for February since 1951. 

Source: Bank of England Report for the Year Ended 

February 28, 1958, London, England. 


U.K. Industrial Production 

The latest official estimates of industrial output in the 
United Kingdom make it possible to see the full extent 
of the industrial recession that has been developing 
since the late spring. The provisional index number for 
July, adjusted for seasonal variations, is now put at 
134-135 (1948=—100), which is some 3% per cent 
lower than in July 1957. Thus, after running at much 
the same level throughout the first four months of this 
year as in 1957, industrial production is now officially 
estimated to be 32 per cent below May 1957, 5% per 
cent below June, and 3% per cent lower than in July 
1957. 

The latest figures show that much of the pessimism 
created by the June index of industrial production was 
exaggerated. Industrial production is not falling sharp- 
ly. Activity has slowed down, but the rate of decline 


has not. As the Treasury points out in describing 
employment trends in its latest Bulletin for Industry, 
“Pressure on manpower resources eased in the first half 
of 1958. The usual seasonal decrease in unemploy- 
ment and increase in vacancies have not occurred, there 
was a slight fall in the numbers employed, less overtime 
was being worked and more short-time. These devia- 
tions from the normal have been relatively small— 
unemployment in July, for example, was less than 2 per 
cent of the labor force—but, in some of the areas where 
there are long-term structural changes in progress, 
unemployment has been markedly higher than the 
national average.” 

The U.K. economy has been moving into a slacker 
period. The Times comments that this was to be 
expected, as much of the excess demand on the nation’s 
resources has been lifted. The continuance of a down- 
ward trend does not justify either complacency or pre- 
cipitate action. The recent outburst of activity from 
the clearing banks has shown that it is still too soon to 
see what will be the ultimate effects of the end of the 
credit squeeze. Until there are definite signs of a 
further marked drop in industrial output, it would be 
premature to expect much more in the way of pump 
priming. The general impression is that a slower tempo 
is being established rather than an impending slump. 
Source: The Times, London, England, August 29, 

1958. 


Irish Discount Rats 

The discount rate of the Central Bank of Ireland was 
reduced from 5 per cent to 4% per cent, effective 
September 2. At the same time, the Irish Bank’s 
Standing Committee announced on behalf of the com- 
mercial banks that the ordinary lending rate for advances 
was reduced by % per cent to 6 per cent, with similar 
consequential changes in other lending rates. Rates of 
interest payable on deposit accounts were also reduced 
by % per cent; rates payable on amounts of under 
£25,000 were reduced to 1% per cent and on amounts 
of £25,000 and over to 2% per cent. 


Source: The Financial Times, London, England, Sep- 
tember 2, 1958. 


Belgian Discount Rate 

Effective August 28, the National Bank of Belgium 
reduced its discount rate (the interest rate on discounts 
of accepted bills domiciled with banks) from 3.75 per 
cent, the rate which had been in effect since July 3 (see 
this News Survey, Vol. XI, p. 11), to 3.50 per cent 
per annum. All other interest rates charged by the 
Bank were also reduced by % percentage point, except 
the rate on advances against certificates with a maturity 
no longer than 366 days issued either by the Treasury 
or the Fonds des Rentes; this rate remains unchanged 
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at the nominal figure of the certificate rate plus 4, per- 
centage point, with a minimum of 2.25 per cent. This is 
the fourth change in the National Bank’s interest rates 
in the last five-month period; during this time the official 
discount rate has been reduced by 1 percentage point, 
to 3.50 per cent per annum, or to the level of the first 
half of 1957. 
Sources: Agence Economique et Financiére, August 28, 
1958, and La Libre Belgique, September 1, 
1958, Brussels, Belgium. 


Belgian Foreign Borrowing 

On August 22, a group of U.S. commercial banks 
headed by the Guarantee Trust Company of New York 
and J.P. Morgan and Co. Inc. granted the Belgian 
Government a credit line of US$60 million for a period 
of three years. The borrower has preserved the right 
to renounce wholly or partly the credit at any time on 
condition that five days’ notice is given in advance. If 
during the period of validity of the credit the Belgian 
Government should contract in the United States other 
loans in U.S. dollars (except loans from the IBRD, the 
IMF, or the Export-Import Bank), the credit line 
granted in August would be reduced by an amount 
equal to the proceeds of such loans in excess of $15 
million. If the credit line had already been utilized to 
a sufficient extent, the outstanding balance due to its 
utilization would also be reduced to the new credit 
line limit. 

Actual advances to the Belgian Government, in which 
all the lending banks will participate in proportion to 
their share in the opening of the credit, shall be for 
amounts equal at least to 5 per cent of the credit. The 
banks will receive promissory notes with a six-month 
maturity, which, at the borrower’s option, may be 
renewed for periods no shorter than six months, pro- 
vided that the date of expiration of the last renewal is 
not later than August 22, 1961. The notes will bear 
interest payable quarterly at the rate of 4.75 per cent 
per annum; in addition, the lending banks will receive 
a commission of half of 1 per cent calculated on the 
daily average of the part of the credit which remains 
unutilized in the period from August 22, 1958 to Feb- 
ruary 22, 1961. This commission and the principal 
and interest of the promissory notes are exempt from 
any present or future Belgian taxes. 

It is reported that the credit is designed to consolidate 
Belgium’s external indebtedness, which has increased 
considerably during recent years. The Belgian Govern- 
ment has preferred to borrow under this arrangement 
rather than through the issue of bonds in the New 
York capital market to which Belgian nationals would 
be able to subscribe. 


Sources: La Libre Belgique, August 12, 1958, and 
Agence Economique et Financiére, Au- 
gust 13, 1958, Brussels, Belgium. 


Economic Outlook in West Germany 


According to the Federal Government’s Annual Re- 
port to the OEEC, a further slowdown in West Ger- 
many’s economic expansion is expected in 1958, with 
gross national product in real terrns increasing by 3-312 
per cent. This reduced rate should be considered as 
relatively high in view of the general conditions of 
economic activity in the world and in particular of the 
situation in some of the larger industrial countries. The 
report points out that any specific measures to attain a 
higher rate of expansion would be dangerous, as they 
would result in higher wage claims and consequently 
in new price increases. The reduction of working hours, 
which on the average is estimated at about | per cent 
in 1958, will be lower than in 1957. The real gross 
national product per man-hour should increase by 22-3 
per cent, or considerably less than in 1957. The main 
reason for this lower rate of increase is to be found in 
the general slowdown in economic expansion; but as 
business expects a renewal of activity, there is an effort 
to avoid layoffs. 

In 1958 real public consumption is expected to 
increase by 10 per cent, an estimate which takes into 
account higher expenditures for defense. Real private 
consumption should increase by 3 per cent or, as in 
1957, somewhat less than the real gross national prod- 
uct. Mass incomes (net incomes arising from work 
for an employer and from the transfer of income from 
public sources) should increase at a rate of 7-742 per 
cent, which is appreciably below the average of the 
three preceding years. However, the development in 
private consumption will apparently be affected by a 
further rise in the propensity to save. The proportion 
of total incomes of private households which is saved 
is expected to increase from 8.2 per cent in 1957 to 
about 9 per cent in 1958. The volume of fixed invest- 
ment should increase in 1958 by 4 per cent, or more 
than in the preceding year and also more than the real 
gross national product. The surplus on goods and 
services (including trade with West Berlin and the 
Soviet occupied zone), calculated at constant prices, 
should be about DM 1 billion less than in 1957, mainly 
as a result of changes in the terms of trade, the full 
effect of which is felt only this year. 


In 1959 real gross national product may be expected 
to rise by 3-4 per cent, particularly if world economic 
activity should again improve. Fixed investment should, 
as in 1958, expand slightly more than the gross national 
product. Private consumption might increase at the 
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same rate as gross national product, assuming that the 
propensity to save will not increase further. 


Source: Handelsblatt, Diisseldorf, Germany, Septem- 
ber 1, 1958. 


Franco-German Banking Cooperation 

The Société Européene de Développement Industriel, 
which was founded in September 1957 by the Banque 
de Paris et des Pays-Bas and the Deutsche Bank, plans 
in its program for the coming year to associate French 
and German industrial and financial groups with a view 
to dealing with the adjustments which the establishment 
of a Common Market will make necessary. These 
adjustments affect industrial plant already existing or 
to be established in France and Germany, provision of 
supplies of raw material and power, especially of African 
origin, and joint exploration of foreign markets. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

August 6, 1958. 


Middle East 
Israel's Exchange Rate 


The black market exchange rate in Israel, whose 
official exchange rate is 1£1.800—US$1, fluctuated dur- 
ing 1957 around I£2.300—US$1, which was a slight 
improvement over the previous year. Export premiums 
were increased from 1£0.700 to I£0.850 per dollar of 
added value, and special subsidies were allotted to 
exports to East and West Africa and the Far East. At 
the same time the “differential rates” practice was dis- 
continued, except for exports to Turkey and Yugoslavia. 

From April 1, 1958, the official exchange rate was 
made applicable to the dollar receipts of the national 
institutions, instead of the rate of 1£1.500 per US$! 
which was previously applicable. 

Source: Bank Leumi le-Israel, Review of Economic 
Conditions in Tel-Aviv, 
July 1958. 


Israel, Israel, 


Far East 


Government of India Loans and Treasury Bills 

The Government of India has decided to float a loan 
for Rs 300 million (US$63 million), bearing interest 
at 342 per cent and repayable in 1968. The issue price 
is Rs 98.50. There will also be a further issue of 32 
per cent National Plan Bonds, 1967, Third Series, for 
a similar amount. The issue price is Rs 98.80. Both 
of these issues will be taken up initially by the Reserve 
Bank of India, with a view to subsequent sale to insti- 
tutional investors and others at prices to be ascertained 
from the Reserve Bank. 

In May the Government of India floated three loans, 
which were oversubscribed and brought Rs 1,419 mil- 


lion ($298 million) to the Treasury (see this News 
Survey, Vol. X, p. 373). The State Governments have 
also floated loans for a total amount of approximately 
Rs 510 million. The Central Government budget takes 
credit for net market borrowing in the amount of 
Rs 1,250 million during the current fiscal year, com- 
pared with Rs 680 million realized from borrowings 
in 1957-58. 

On August 26, tenders for Rs 30 million ($6.3 mil- 
lion) of 91-day treasury bills were opened. The market 
offered to take up bills to the amount of Rs 66 million; 
and the bills actually accepted bear an average rate of 
interest of 2.52 per cent per annum. The Government 
announced that tenders for an additional Rs 30 million 
of treasury bills would be received on September | 
and 2. 

Sources: The Times of India, Bombay, ‘India, Au- 
gust 27, 1958; The Hindu, Madras, India, 
August 27, 1958. 


India's Tea Export Program 

At the annual conference of the United Planters’ 
Association of South India, on August 25, India’s 
Minister of Commerce and Industry announced that 
the Government proposed to launch a vigorous export 
promotion program for tea, and that an organization 
would shortly be established for this purpose to engage 
in publicity in foreign markets. The Minister noted 
that, after declining in the early months of 1958, tea 
exports had risen in the last two months. 
Source: The Hindu, Madras, India, August 26, 1958. 


U.S. Export-import Bank Cotton Credit to Japan 
Under an agreement signed on August 28, 1958, the 
Export-Import Bank of Washington has extended a 
US$60 million credit to Japan to finance Japanese 
purchases of raw cotton in the United States during the 
crop year beginning August 1, 1958. This is.the tenth 
cotton credit approved to Japan since 1948, bringing 
total financing by the Export-Import Bank of purchases 
of U.S. cotton by Japan to $545.2 million. At current 
prices, approximately 400,000 bales of cotton can be 
financed by the new credit. It is estimated that Japan 
will require imports of approximately two million bales 

of cotton during the 1958-59 crop year. 
Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 29, 1958. 


United States and Canada 


U.S. Gold Outflow 

The outflow of gold from the United States by Sep- 
tember 3 of this year had reached a total of $1,763 
million. This was larger than the previous record 
outflow in 1950, which amounted to $1,721 million. 
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The decline in 1958 is associated with a sharp fall in 
exports while imports have been fairly well maintained. 
However, the gold outflow has been diminishing in the 
last three months, from a peak of $403 million in May 
to $166 million in August. A factor in the recent lower 
rate of outflow has been rising interest rates in the 
United States; it is believed that governments and cen- 
tral banks abroad have recently been investing in treas- 
ury bills and bankers’ acceptances rather than convert- 
ing such holdings into gold, as was the case earlier 
in the year. 

Source: The Wall Street Journal, New York, N.Y., 

September 5, 1958. 


U.S. Foreign Trade 

U.S. commercial exports were at an annual rate of 
$16.6 billion during January-June 1958, almost one fifth 
less than in the first half of 1957. In the second quarter 
of the year there was some indication of a halt in the 
sharply declining trend which began after mid-1957. 
The export decline reflected largely the diminution of 
the abnormal factors that had caused shipments of raw 
materials to Western Europe and the Far East to rise 
to high levels early in 1957. In addition, grain ship- 
ments declined after mid-1957, with those to Europe 
reaching the lowest level since 1954. The recession 
in Canada caused a decline in exports to that country, 
while shipments to Latin America, largely of finished 
goods, fell much less. 

U.S. imports in the first half of 1958 were at an 
annual rate of $12.6 billion, only 2 per cent less than 
in the first half of 1957. The decline was most marked 
in raw materials, the prices of which tended to fall in 
response to the liquidation of U.S. inventories. Imports 
of foodstuffs and manufactures increased. 

Imports from Western Europe and Japan were at or 
above those of a year earlier. Imports from Latin 
America were rather well maintained, with declines 
in crude materials and coffee offset largely by rising 
imports of other foods. Imports from the raw material 
countries of the Far East showed the greatest declines 
from January to June 1957. 


Source: Department of Commerce, Press Release, 
Washington, D.C., September 4, 1958. 


U.S. Commercial Policy 

The curbing of imports under a broadened national 
security amendment to the Reciprocal Trade Act is 
expected to be less than originally envisaged by con- 
gressional supporters of the amendment. The amend- 
ment instructs the Office of Defense and Civilian 
Mobilization (ODCM) to consider whether the na- 
tional security is being impaired by imports, taking 
into consideration their impact on the economic welfare 
of individual domestic industries and on unemployment, 


decrease in government revenues, loss of skills, loss of 
investment, and prospects for industrial growth. The 
practical effects of this amendment are, however, ex- 
pected to be limited by the magnitude of the investiga- 
tive burden placed on ODCM, and by the heavier 
burden of proof which it places upon petitioners for 
relief. 


Source: The Journal of Commerce, New York, N.Y., 
September 3. 1958. 


U.S. Plant and Equipment Expenditures 

Businessmen expect to increase their outlays on 
plant and equipment in the fourth quarter of this year, 
according to a survey made by the U.S. Department 
of Commerce and the Securities and Exchange Com- 
mission. Expenditures fell from a peak annual rate 
of US$37.7 billion (seasonally adjusted) .in.the third 
quarter of 1957 to a rate of $30.3 billion a year later, 
a decline of 20 per cent. The expected fourth quarter 
increase to an annual rate of $31 billion would be 
slight, amounting to only 2 per cent, but it would con- 
trast with the result of a survey early in 1958 which 
indicated that outlays would continue to decline well 
into 1959. 

All industries except railroads expect either to main- 
tain or to raise their expenditures in the fourth quarter 
of 1958. Manufacturing investment is expected to be 
unchanged, thus ending the 30 per cent decline from 
the third quarter of 1957. Outlays by machinery indus- 
tries are expected to rise after mid-1958, and little 
change is expected in outlays by automobile producers. 
Source: The Wall Street Journal, New York, N.Y., 

September 8, 1958. 


U.S. Stockpiling 

The U.S. Government will cut back sharply pur- 
chases of strategic stockpiling items during the next ten 
months. Purchases will be limited to asbestos, diamond 
dies, and mica. In the fiscal year ended June 30, ten 
items were acquired, including aluminum, lead, zinc, 
magnesium, fluorspar, and chromium. The reduction 
in stockpiling is due to the filling of many stockpiling 
quotas and a change from five years to three years in 
the length of the period during which a future national 
emergency may be expected to continue. 


Source: The Journal of Commerce, New York, N.Y., 
September 4, 1958. 


Canadian Dollar Exchange Rate 

Almost half of the premium on the Canadian dollar, 
which, probably in response to seasonal influences, 
reached its highest rate of US$1.0437 on June 27, 1958, 
disappeared during the second half of August. It was 
at a low of US$1.0234 on September 4, and thereafter 
recovered slightly. The recent increase in U.S. short- 
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term interest rates, which previously had been below 
the Canadian rates, was mainly responsible for the 
decline in the value of the Canadian currency. The 
90-day Canadian Treasury bill rate was 1.49 per cent 
on August 28, and the Bank of Canada, whose discount 
rate is regulated weekly at % percentage point above 
the average treasury bill yield, accordingly raised its 
discount rate to 1.74 per cent. By the end of August, 
however, the treasury bill rate in the United States had 
risen to 2.46 per cent. This difference attracted large 
sums of Canadian money into the U.S. market, with 
single transactions amounting to as much as $500,000. 
Simultaneously, companies engaging in interest arbi- 
trage between Canadian and U.S. centers protected 
themselves against the risk of the reconversion of funds 
into Canadian currency by buying Canadian dollars 
forward. In accordance with the reversed relation 
between the short-term interest rates in the two centers, 
the forward rate for Canadian dollars (expressed in 
U.S. currency), which on July 1 had been one fifth of 
a cent below the spot rate for 90-day transactions, rose 
to par and then to slightly above the spot rate on 
September 5. It has, however, not yet risen to the 
forward parity, which would be the spot rate plus the 
corresponding short-term interest rate differential be- 
tween the two centers. 


Sources: The Journal of Commerce, New York, N.Y.., 
August 29 and September 5 and 8, 1958. 


Other Countries 


New Zealand Loan 

The New Zealand Minister of Finance has stated 
that a loan of £10 million by way of an overdraft to 
the Government has been approved by the Midland 
Bank. The loan is for two years at an interest rate of 
1 per cent above the bank rate. Drawings will be 
made as needed to meet the balance of payments 
requirements during the next few months (see also 
this News Survey, Vol. XI, p. 71). Since New Zea- 
land’s funds normally rise in the first half of a year 
and fall in the second half, this arrangement will enable 
New Zealand to draw credit when funds are low and 
repay when funds rise. 


Source: The Financial Times, London, England, Sep- 
tember 3, 1958. 


Industrial Policy of Ghana 

The Government of Ghana has set up an Invest- 
ments Promotion Board to assist private enterprise to 
establish itself. The Board’s functions are to examine 
applications for the establishment of new industries or 
factories and to make recommendations to the Trade 
and Industries Minister. The Board will also coordinate 
the activities of other Ministries with regard to obtain- 


ing tax relief, priority for water connections, electric 
power and telephone services, currency permits, exemp- 
tions from import duties on raw materials, and immi- 
gration quotas and permits for any new industries. 
Furthermore, the Board will assist in obtaining factory 
sites and will decide on the degree of priority to be 
given to new industries. 

In a parliamentary statement concerning the policy 
with regard to the development of industry in Ghana, 
the Prime Minister listed three categories: First, those 
industries which are reserved entirely to the Govern- 
ment, viz., railway transport, electricity generation for 
sale to the public, atomic energy, armament manufac- 
ture, water supplies, telecommunications, and the export 
of cocoa; Second, industries in which government par- 
ticipation is mandatory and which in the past covered 
the manufacture of alcohol and narcotics—in future 
alcoholic beverages will be included in this category; 
Third, all other industries not included in the limited 
schedule of the first two categories. The Government 
might also participate in industries in the third cate- 
gory, when such participation was sought by private 
enterprise and when the industry would not be estab- 
lished without it. 

The Government's major interest, according to the 
Prime Minister, lay not in reserving particular indus- 
tries for operation by the Government, but in ensuring 
that all industries, private or government, observed the 
following rules: recognition of trade unions, training of 
Ghanaians for superior posts, employment of Ghanaians 
in superior posts wherever feasible, and the development 
of the use of local raw materials. 

The primary role of the Industrial Development 
Corporation was to pioneer and sponsor industries that 
would not be undertaken by private enterprise, and to 
act as the Government’s agent where joint participa- 
tion by Government and private enterprise had been 
negotiated. 

Source: The Financial Times, London, England, Sep- 
tember 4. 1958. 
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